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ACTI ON NARRATI VE

1:31: 09 PM

CHAIR DAVID WLSON called the Senate Health and Social Services
Standing Committee neeting to order at 1:31 p.m Present at the
call to order were Senators Gessel, von |Inhof, Begich, and
Chair W1 son.

PRESENTATI ON: Al aska Psychiatric Institute Privatization
Feasi bility Report

1:31:41 PM

CHAIR WLSON announced that the conmmttee will hear from the
Departnment of Health and Social Services (DHSS) and its
consultants on three recently released privatization and
feasibility studies. He said the first presentation is the
Al aska Psychiatric Institute Privatization Feasibility Report.
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1:32: 37 PM

RANDALL BURNS, Director, Departnent of Health and Socia
Services, Juneau, Al aska, detailed that the Al aska Psychiatric
Institute Feasibility Study was conpetitively bid and awarded to
the Public Consulting Goup (PCG. He noted that PCG is well
known in the state and has done nunerous studies on behalf of
DHSS, the state, and the Legislature. He added that PCG was
involved in the study that led to the determnation of API's
current size.

1:33:32 PM

COY JONES, Senior Consultant, Public Consulting Goup, Inc.,
Austin, Texas, said he would go over the basic nethodol ogy and
overview of the study, its scope and how PCG approached the
guestions around privatization. He added that he would go
through PCG s report analysis at a very high level with its
findi ngs and recomendati ons.

He addressed page 4 of PCG s report, "Stakehol der Feedback." He
detailed that the sources of information PCG relied on were as
foll ows:

s API;

« Stakehol ders and those being i npacted across the state;

e Privatization efforts in the last 10 years from psychiatric
hospitals as well as privatization across the country on:
= Ceneral hospitals,
= Private prisons;

* Branches of state governnent:

= DHSS,
= Alaska Court System- potentially heavily effected,
= Alaska Department of Administration - related to the

effects fromretirenent plan and workers' conpensation

= Al aska Departnent of Law,

= Community heal th providers,

= Tribal and non-tribal providers,

= Advocacy groups,

= Forner APl patients,

= Labor unions and trade associations that are potentially
af f ect ed.

1: 36: 40 PM

He addressed page 5, "Privatization Options" and identified as
foll ows:
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1. Full privation where everything but the facility wll be
privatized. APl itself would not be sold, but a private
operator would cone in as a property manager

2. Variant of option-1 where a new legal entity would be
created as a partnership between the state and a private
entity through a joint-operating agreenent, either as a
public corporation along the lines of the Mntal Health
Trust or a 501(c) non-profit.

3. Public alternative to privatization where new efficiencies
could be inplenented under the current nmanagenent structure
in a conpetitive way to find cost savings or inproved
service delivery.

4. Qut sourci ng operational conponents for privatization:

a) Communi cation Center:
1) Security functions: front desk reception and
staff that controls who enters and exits through
API .
b) Facility and Material Managenent.
c) Psychiatric and Medi cal Services.
d) Nursing Services:
1) 58 percent of care that happens at API.
e) Conprehensi ve Qut sourci ng:
1) Qutsourcing everything but the admnistration and
managenent .

1:40: 34 PM
MR. JONES addressed page 6, "Financial Assunptions"” and detailed
as foll ows:

e Capital cost essentially remains the sane for a state or
private entity.

e Margins in nodels were set at 4 percent or 8 percent for
either for-profit or non-profit entities. 8-percent is
often  set for for-profit provi ders t hat bi d on
privatization.

* PCGs salary and benefits nodeling is based on a paranount
case where South Florida State Hospital was privatized on a
full-scale level; "sister" hospitals renmained under state
managenent and PCG extensively analyzed differences in
sal ari es and benefits.

e Salaries generally go up and total conpensation goes down
for private enployees because benefits are reduced
extensively due to differences in state retirement and
heal t h-care pl ans.

* Benefits account for 36 percent of API's conpensation, 22
percent under a private provider.
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* Added legal costs for privatization because APl is part of
the state system and a private provider would have to
internalize an added 0.3 percent.

e Overtinme cost adjustnent because fulltime for the state is
37.5 hours and 40 hours for a private provider.

1:40: 49 PM
SENATOR M CCI CHE joined the commttee neeting.

1:44: 08 PM

MR. JONES addressed page 7, "Financial Assunptions" regarding
costs for: transition, information technology (IT), retirement,
and contract nonitoring as foll ows:

e Transition costs incurred regardl ess of operations.

e $2.1 mllion IT upgrade cost avoided by the state if a
private provider uses their own |IT system

e $2 million retirement cost incurred when public enployees
are renmoved fromthe system

e Costs for options that are less than full privatization is
scal ed down proportionally.

e 15 percent of total contract cost would go towards the
state's new role in procurenent and contract nonitoring.

e API's revenue would stay exactly the same from Medicaid,
Medi care, and insurance.

1:47: 35 PM
He addressed page 8, "Service Delivery Assunptions,” and
detail ed sources to figure out staffing needs as foll ows:

e Recent reviews at APl on nursing staff and potential
i nefficiencies.

» Stakehol der comments.
» Peer-state hospitals.
* Cinical guidelines on nursing-staff ratios.

He detailed that the stakeholder interviews and the clinical
reviews were very helpful in pointing out places where there may
be too nmuch admnistrative overhead, particularly around
overtime, scheduling, and shift overlap. He specified that
whenever PCG proposed reductions, the reductions were based on
an actual situation that was understand and could be nmade on the
ground at the hospital. He said after targeted reductions, PCG
conpared the full-time equivalent (FTE) levels with other peer
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hospitals to see whether the cuts were plausible in conparison
to how ot her hospitals run

1:49:54 PM
MR. JONES addressed page 9, "Staffing Requirenents,” and
detailed PCG s findings as foll ows:

 API's Dbaseline conpares closely wth the "small peer
group. "

APl staffing runs a little high in relation to other state
hospi tal s.

e« APl will always have higher adm nistrative overhead than
many other state hospitals because API is not a large
hospi t al

He said PCG ended up making its recomendation based on
conparing APl to snall-peer-hospital staffing. He asserted that
significant cuts can be mde both in different Ilevels of
adm ni strati on and nur si ng.

He remarked that the main staffing difference between a revised
state structure and a private provider is in admnistrative
services. He asserted that PCG thinks that the nature of a
private provider as part of a larger practice is going to have
| ower adm nistrative costs whereas APl is the only hospital in
the entire systemto bear all of the adm nistrative costs.

He summarized that PCG shows differences in state versus
privatized adm nistrative costs, but direct-care staffing is the
sane between both nodel s.

1:52:12 PM
He addressed page 10, "Staffing Requirenents"” and detailed as
fol | ows:

e Adm nistrative:
= Assumes built-in efficiencies for a private entity
where IT and adm nistrate functions are absorbed into
a larger corporate structure.
= Assunmes APl can operate with admnistrative |I|evels
conparable to small-peer hospitals and significantly
greater efficiencies under a private operator.

* Nursing:

= Assunes APl would operate with nurse staffing |evels
conparable to smal |l -peer hospitals.
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= Areview of staffing-ratio guidelines found that there
are few established industry standards for psychiatric

staffing, except for regi stered nur ses (RNs) .
California requires a 1:6 RNs to patient ratio, APl is
cl ose.

= APl requires 18.1-nursing staff on the floor at all
times, 21.2-nursing staff provided under PCG s
"recomended staffing scenario.”

MR. JONES addressed page 12, "Recommendations for Benefits and
Drawbacks: Full Privatization" and detailed as foll ows:

e Benefits:

= More flexible conpensation could inprove recruitnent
and retention of qualified enpl oyees.

= Division of Behavioral Health (DBH) no |onger provides
acute inpatient care, but acts as a contract
adm ni strator.

» Relieves DBH staff of resource intensive, day-to-day
managenent duti es.

= Autonony of a private contractor to inplenent
ef ficiencies at API.

= Only way to inplenment service delivery inprovenents.

* Drawbacks:

= Cost prohibitive, even under the "recommended staffing
scenario." PCG did not see ultimately that there would
be any additional savings in full privatization.

= Wthout strong safeguards, further reductions of staff
to unsafe levels needed to be financially viable; that
is true both for full privatization as well as the
j oi nt -operating agreenent.

= $2 mllion in termnation liability costs.

= Necessary cont r act ual requi renents coul d deter
potential contractors.

1:54:55 PM
He addressed page 14, "Benefits and Drawbacks: State Managenent
with New Efficiencies" and detailed as foll ows:

* Benefits:
= (Qpportunity for DBH to inplenment efficiencies that
will inprove service delivery while containing costs.
» The greatest possibility for cost savings cones under
new efficiencies inplenmented under state managenent.
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= Staffing expendi tures are hi gher under state
managenent, but the state will reap the benefits from
efficiencies from staff reductions and not having the
margins that would go to a provider or the additiona
overhead related to contract nonitoring.

= The state would retain full control of its only acute
i npatient-psychiatric hospital.

= No new additional costs related to procurenent,
contract administration, |egal and margin.

= Cost-effective under t he "reconmended staffing
scenari os."

= Low termnation liability costs, only applicable under
the "recommended staffing scenario."”

* Drawbacks:
= Hi gher staffing expenditures related to public
enpl oyees.
= More adm ni strative bur den associ at ed W th

i npl enenti ng changes.

= Contingent on DBH and APl managenent successfully
i npl enenti ng changes.

= Potential pushback from | abor unions when inplenenting

changes.
1:56:18 PM
VR. JONES addressed page 16, "Benefits and Drawbacks:
Communi cation Center Qutsourcing.” He summarized that even
t hough the Communication Center is not a big area for cost
savi ngs it's t he nost clearly benefi ci al option for

privatization. Hring a private-security conpany would be
straight forward to nman the front desk 24-hours a day with fewer
peopl e involved and significant cost savings, alnobst 60 percent
of what current costs are. [The following was noted in the
presentation:]

* Benefits:

» Lower staffing expenditures due to the shift to a
private workforce.

= A private contractor would require fewer FTEs to
provi de around-the-cl ock coverage.

= No negative inpact to service delivery or quality of
care.

* No additional contract adm nistration costs, could be
provi ded i n-house.

= Availability of qualified contractors in Al aska.
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» Drawback:
= Sone additional costs related to contracting.

MR. JONES addressed page 18, "Benefits and Drawbacks: Facility
and Material Mnagenent Qutsourcing,” and noted that PCG s
results were simlar to the Conmunication Center. He said PCG
did not see as many savings, but the state could privatize the
indirect costs associated wth environnental services and
mai nt enance costs wi thout effecting services with patients. [The
foll owing was noted in the presentation:]

* Benefits:

» Lower staffing expenditures due to the shift to a
private workforce.

= No negative inpact to service delivery or quality of
care.

* No additional contract adm nistration costs, could be
provi ded i n-house.

= Availability of qualified contractors in Al aska.

* Drawback:
= Sonme additional casts related to contracting.

1:57: 37 PM

He addressed page 20, "Benefits and Drawbacks: Psychiatry and
Medi cal Services Qutsourcing.” He explained that PCG | ooked at
privatizing physician staff and admtted that physicians are a
hi gh-cost-level practitioner. He said PCG finds that physician
costs generally do not go down with privatization and actually
go up because physicians are paid better because the private
provider has the flexibility to do so in order to support
retention. He revealed that psychiatrist retention is a big
issue due to a basic supply problem nationw de. He pointed out
that private providers pay nore than state operators and the
cost for privatizing psychiatrists and physicians to the state
woul d be enormous and not financially viable for the state. [The
foll owing was noted in the presentation:]

e Benefits:
= No reduction in hospital staff for psychiatrists,
physi ci ans and m d-|evel providers.
= Conpensation could ©potentially increase under a

private contractor, i mprovi ng recruitnent and
retention.
= Autonony  of a private contractor to inplenent

efficiencies at API.
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* Drawbacks:

= H gh contract related costs counteract savings.

= Cost-prohibitive under PCGs "current and recomrended
staffing scenarios.”

» Reduction of staff to wunsafe levels needed to be
financially viable.

= Lack of <clear providers, aside from |ocum tenens
agenci es.

1:58: 38 PM

MR. JONES addressed page 22, "Benefits and Drawbacks: Nursing
Staff Qutsourcing.” He said there are cost savings because of
the changes in conpensation and the fact that the nursing staff
deals with 58 percent of the hospital's total enployees;
however, PCG canme short of making a full recomendation because
nurses are the core group of practitioners involved in direct
services and there was no good way of wunderstanding what the
effects from a conpensati on package change would have on hiring
and retention.

He pointed out that APl currently has a hard tinme being
conpetitive with other enployers for a very highly valued and
scarce labor force for nursing. He admtted that PCG did not
know exactly how the noted changes would affect API's ability to
retain its nursing staff. He added that PCG questioned if the
mar ket existed for a vendor in the Anchorage area to access a
nursing-staff resource. He noted that the nursing privatization
in other states wusually have significant resources both at
universities and private providers where there are significant
nurse-training prograns that allow vendors to cone into a
hospital and take it over. He set forth that even though PCG did
find nurse staff outsourcing feasible, PCG cautions whether
outsourcing is truly viable when narket conditions are
considered. [The followi ng was noted in the presentation:]

* Benefits:

* Lower staffing expenditures due to the shift to a
private workforce.

= No negative inpact to service delivery or quality of
care.

= Modest cost savings can be found through safe staff
reducti ons.

= Autonony of a private contractor to inplenent
efficiencies at API.
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» Drawbacks:
= Wth current FTEs, high contract related costs
count eract savi ngs.
= $1.4 mllionin termnation liability costs.
= Possible difficulties finding a qualified contractor.

2:00:43 PM

VR. JONES addr essed page 24 regar di ng " Conpr ehensi ve
Qutsourcing.” He specified that conprehensive outsourcing takes
all of the outsourcing options and puts them together. He said
PCG did not find outsourcing all of the direct services viable
because privatizing the physicians would nake the overal
outsourcing nore expensive. [The following was noted in the
presentation:]

* Benefits:
= Lower staffing expenditures due to the shift to a
private workforce
= Autonony of a private contractor to inplenent
ef ficiencies at API.
= DBH rmaintains adnministrative presence in API.

» Drawbacks:
= High contract related costs counteract savings.
= Cost-prohibitive under "reconmended staffing
scenario."

* Reduction of staff to unsafe levels needed to be
financially viable.

» $1.74 mllionin termnation liability costs.

= Possible difficulties finding a qualified contractor.

SENATOR BEG CH nmentioned that he did not hear M. Jones address
Option 2.

MR. JONES expl ained that Option 2 had no significant difference
froma financial or service delivery perspective from Option 1.
He noted that he tal ked about Option 1 and Option 2 together in
hi s presentation.

SENATOR BEG CH asked if the APl nurses are paid nore than the
private sector.

MR. JONES answered that salaries for APl nurses are |ess, but
their total conpensation is nore due to retirenment benefits.

2:02: 49 PM
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CHAIR WLSON asked how API's staffing-to-client population
rati os conpared with peer hospitals across the country.

MR. JONES replied that PCG found that APl staffs higher than al
of the small-peer hospitals, but not by huge margins. He
specified that API was clearly overstaffed in relation to even
smal | hospitals that treat the same kind of patients.

2:04:01 PM

SENATOR VON | MHOF thanked M. Jones for his presentation and
noted that the presentation was clear and well researched. She
asked what woul d happen now and what woul d happen next.

MR. JONES replied that PCG did | ook at certain efficiencies that
can be inplenented at API. He cautioned that PCG relied on
FY2015 data and recomrended reductions may not be viable now He
detailed that PCG definitely nmade sone recommendations for
l[imted privatization that are easy to do and will generate sone
cost savings, but the core reductions that could happen at API
need close reviewto figure out what a safe reduction is.

CHAIR WLSON asked M. Burns to address PCG s recomendati ons.
He inquired if the departnent's goal is to inplenment sonme of
PCG s reconmendations or come up with a plan after receiving
| egislative intent on how to proceed forward.

2: 06: 54 PM
MR. BURNS answered that the recommendati on on the Comrunications
Center will be pursued with a forth com ng request-for-proposa

(RFP) for privatization.

He said the rest of the recommendations, particularly with the
managenent of API's core business in terns of its clinical
services, requires additional thought. He stated that the
departnment needs to take into consideration about waiver
applications to the Centers for Medicare regarding seriously
bringing on adm nistrative-service organi zati ons (ASO to manage
t he behavioral -health system He revealed that three states have
an ASO managi ng at | east one of their public hospitals.

He sunmmarized that the departnment is sensitive to the pressures
on APl and its needs. He added that the departnent also
recogni zes APl's administrative difficulties. He set forth that
the departnment will think about the difficulties and plan as
part of the departnent going forward with the reform of the
behavi oral -health system as a whol e.
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SENATOR BEG CH noted that PCG s nunbers were based on FY2015. He
added that overstaffing was nentioned by PCG and asked if
staffing cuts were nmade in FY2016 and FY2017.

2:09: 56 PM
MR. BURNS replied that staffing is essentially the sane.

SENATOR BEAQ CH asked what the average nunber of patients were
during the sanme tinme period.

MR. BURNS replied that Senator Begich's question addresses a
significant issue regarding adm ssion pressures on APl and its
impact on staff. He detailed that API averaged 92-percent
occupancy during FY2016 and FY2017. He said averaging over 85
percent has significant inpacts on staffing ratios, an issue
that needs further exam nation. He specified that APl went over
25, 000-patient days in FY2016 which was considerably above
FY2015.

CHAIR WLSON inquired if asking for a tineline was feasible for
i npl enenting cost-savings neasures that wll i npact API's
qual ity of services.

2:12: 26 PM

MR. BURNS answered yes. He set forth that the question regarding
APl's capacities should be addressed prior to restructuring. He
reveal ed that sonme hospitals are considering bringing on nental -
health units, which would have a significant inpact on what the
department will do. He noted that hospitals possibly adding
mental -health units will be considered as part of noving forward
in the 1115-waiver. He stated that the departnment wll
definitely be looking at API as sort of a separate function
within the system because APl is a key part of the changes that
w Il have to be made, admttedly an expensive one.

SENATOR G ESSEL asked if the departnment was interested in
entering into conversation with other facilities that could be
opening up sone beds. She opined that conmunity coll aboration
seens to her to be a critical part. She remarked that when she
hears the departnment talking about applying for 1115-waivers
while a report talks about inefficiencies, her translation is
"Let's get nore federal noney to continue to fund an inefficient
system " sonething that does not feel acceptable to her.

2:14: 47 PM
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MR. BURNS agreed with Senator G essel and opined that the rea
issue is what can be done with the current system and the
resources that the comunities have to change API.

MR. BURNS reveal ed that he was the CEO at API and asserted that
he is very conscious of what it takes to run the APl facility.
He stated that everyone has to be very conscious of the
pressures on APl .

He concurred that the state has talked to other hospitals as
wel | as being aware of hospitals that are thinking about opening
up beds. He revealed that one hospital is in Anchorage, which
would be really useful, as well as one that is thinking about
devel oping a psych-enmergency room |ike Providence Health; both
would be a welconme change and would substantially inprove the
pressures on APlI. He opined that the departnent has to know nore
than a hospital having an interest and a confirmation on
proceedi ng i s needed.

He addressed the quote, "over staffing at API" and concurred
with the statenent. He noted that the departnment has a study
t hat suggests that changes need to occur with the API's nursing
adm nistration. He said API's staff in nursing admnistration
needs to be deployed to the floors where nurses are actually
needed, an adjustnent that the departnent can make; however, he
said, "W live in a bargaining-unit system and changes of that
nature need to be negotiated and you need to nove forward
cautiously, so those things take tine."

He said under option-3, which addresses efficiencies rather than
privatization, the departnent estimates that 12 to 18 nonths
will be required to bring the efficiencies into practice.

2:17:49 PM

SENATOR G ESSEL stated that she understood the challenges with
the union system that the state operates under. She pointed out
that one of the pieces that is not often tal ked about regarding
state governnment is "systens" and in the case regarding APl she
stressed that she is interested in outconmes for people,
specifically the patients being treated. She asked that
i nformati on be provided on patients being treated as wel|.

MR. BURNS noted that devel oping the measures regarding patient
outcones is part of the 1115-wai ver process, but enphasized that
the departnent agrees with Senator G essel's previous point that
she nmade.
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2:19: 13 PM
At ease.

PRESENTATI ON: Al aska Pi oneer Honmes' Pharmacy Services
Privatization Feasibility Study Report

2:20: 56 PM
CHAIR WLSON called the conmttee back to order. He announced
that the commttee wll hear a privatization-feasibility report

on the Al aska Pioneer Homes' pharmacy servi ces.

2:21: 38 PM

VICKIE WLSON, Director, D vision of Al aska Pioneer Hones,
Al aska Departnent of Health and Services, Juneau, Al aska,
detailed that the Division of Al aska Pioneer Hones put out two
RFPs on a privatization feasibility study. On both occasions, no
one nmet the m ni mum requirenents.

She explained that the D vision of Al aska Pioneer Hones has its
own pharnmacy data that can be shared with the commttee that is
not from a consultant. She detailed that the division nmade a
switch in 1996 from nmultiple private carriers to its own single
pharmacy to nore economcally neet its residents' needs and
reduce costs.

CHAIR WLSON asked if a new tinmeline has been established for
putting out a new RFP to neet the conditions in SB 74.

2:24:56 PM

JOHN SHERWOOD, Deputy Commi ssioner, Mdicaid and Health Care
Policy, Al aska Departnent of Health and Social Services, Juneau,
Al aska, remarked that rather than sinply putting out another
RFP, the division has been in discussions with the Departnent of
Adm ni stration to see whether they have sone resources.

SENATOR G ESSEL noted that a previous audit by Legislative
Budget and Audit indicated that Medicaid-eligible residents at
the Division of Alaska Pioneer Honmes were not necessarily
applying for Medicaid and that was part of the budget gap. She
pointed out that the audit report shows the Division of Al aska
Pi oneer Hones' pharnmacy cost was short $250,000 on the cost of
medi cations. She asked if the report has helped in encouraging
gualified residents to apply for Medi cai d.

2:27:16 PM

M5. WLSON replied that Medicare [Part-Df is what really
effected a lot of the D vision of Al aska Pioneer Hones' costs.
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She revealed that all residents nust have from either Medicare
[Part-D] or another resource. She noted that the Division of
Al aska Pioneer Hones' pharmacy nade noney before the Medicare
[ Part-D] process. She opined that the pharmacy cost would be
| ess with anot her broad-overvi ew anal ysi s.

SENATOR G ESSEL noted that another subject that canme up in the
Division of Alaska Pioneer Hones' audit had to do wth
controlled substances and one of the facilities not having a
secure process. She asked if Ms. WIson can offer assurance that
the control | ed-substance process has been renedi ed.

M5. WLSON replied yes and pointed out that the secure process
noted in the audit was handled in an "old school"” manner and the
process was brought into conpliance before the actual study was
finished.

2:29:39 PM
At ease.

PRESENTATI ON: Juvenil e Justice Facilities Privatization
Feasi bility Report

2:31: 50 PM
CHAIR WLSON called the commttee back to order and announced
the next feasibility report.

2:32:11 PM

BARBARA MURRAY, Acting Director, Al aska D vision of Juvenile
Justice (DJJ), Alaska Departnent of Health and Social Services,
Juneau, Al aska, read the following statenment on the feasibility
report:

As authorized by SB 74, the department contracted with
Carter GCoble Lee (CA) to conduct a study of the
feasibility of privatizing services at select DJJ
facilities. The departnment identified four standal one-
detention facilities: Mit-Su Youth Facility, Kenai
Peninsula Youth Facility, Ketchikan Regional Youth
Facility, and the Nonme Youth Facility. The Ketchikan
Facility was closed in Septenber of 2106, but remained
as part of the study to evaluate the inpact of the
closure; these facilities provide detention services
for youth needing secure confinenent who are facing
crim nal charges and awaiting outcone of court
processes and placenent. The division appreciates the
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tremendous efforts of M. Becker and his team to
conplete this thorough study.

2:33: 07 PM

KARL BECKER, Senior Vice President, CG. Consulting G oup,
Sacranmento, California, addressed page 2 in his presentation,
"CGL Overview' as follows:

e CG. has provided justice system anal yses since 1976;

 CG has over 200 staff with backgrounds in justice system
pl anni ng, operational analysis, and perfornance reviews;

 CG has conducted reviews of state adult and juvenile
correctional systens for Fl ori da, Texas, Loui si ana,
M ssi ssi ppi , Il ahomma, Massachusetts, North Dakot a,
Virginia, and Col orado;

 CGE's project teamwas multi-disciplinary and experienced.

He said C& is one of the oldest, largest crimnal justice
consulting firnms in the country and the conpany's specialty is
performance eval uations, operational reviews, program analysis,
program eval uations for the justice systens, both for adult and
juvenile. He added that CA has done projects in Al aska,
including the 2014 Ilegislative audit of the Departnment of
Corrections and the recent analysis of staffing in the
Depart nent of Corrections.

He addressed page 3 in his presentation, "Project bjectives" as
fol | ows:

e Determine the feasibility of privatizing the operation of
the state's standal one juvenile-detention facilities;

* Assess the value provided to the State of Al aska by these
facilities in terns of their current operations and
pr ogr ans;

* ldentify potential alternative uses for these facilities by
way of establishing their highest and best use.

MR. BECKER addressed page 4, "Project Approach” as foll ows:

e Data Anal ysis,

o Staff Interviews,

e Site Visits,

e Facility Operational Reviews,
e Community Meetings,

e Cost Analysis.
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He said CA's approach was nmultifaceted. Data was collected from
the departnment in ternms by: youths served by the system the
facilities thenselves, how the systemis organized and operat ed,
and the progranms provided in the facilities. CE spent a good
deal of tinme talking to staff to get their perspective on the
systemin the facilities, not just facility staff, but probation
staff and adm nistrative staff as well. CGA spent a good anpunt
of time to famliarize the analysts wth the facilities'
operations and conditions. CGE net wth stakehol ders associ ated
with the facilities' local communities to get their sense of the
potential for privatization, performance, and value provided to
the local communities. CG did a cost analysis by |ooking at the
actual -operational costs and efficiencies.

2:35:15 PM
He addressed page 5, "System Overview. " He explained that DJJ
operates two types of progranms for detained youthful offenders:

e Secure Detention: stabilize justice-involved youth with an
objective to facilitate their return to the comunity and
the processing of their cases through the justice system as
they await court decision and/or placenent.

e Treatnent: provide long-term rehabilitative programm ng for
youth who have been adjudicated through the juvenile-
justice system

He specified that the reviews focus was on the short-term
detention facilities.

He addressed page 6, "Alaska's Juvenile Justice Trends" as
fol |l ows:

e Crimnal charges against juveniles have dropped by 52
percent over the last 10 years.

e Adm ssions of juveniles to secure detention in Al aska have
fall en 48 percent since 2006.

e The average daily population of youth in secure detention
declined by 29 percent over this sane period.

MR. BECKER added that juvenile crinme has gone down nationw de by
60 percent over the last 10 years with the sanme trends in
Al aska.

He addressed page 7, "DJJ Standal one Detention Facilities." He
noted that the facilities were all built in the early 2000s in
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response to a surge in juvenile-justice population that was
occurring in the 1990s; that surge crested in the early 2000s
and has declined since then.

2:36:47 PM

He addressed pages 8-10 regardi ng popul ation trends for juvenile
justice, statew de detention, and youth detention. He noted that
juvenile justice "charges,"” "referrals" and "unique juveniles"”
in the system has trended down by nearly 50 percent [from FY2006
to FY2016.] He added that adm ssions to detentions had declined
constantly [FY2006 to FY2014], but stabilized from [FY2014 to
FY2016] .

He addressed page 11, "Current Facility Status."” He said Al aska
has larger facilities that house both detention beds and
treatnment beds: MLaughlin in Anchorage, Bethel, Johnson Youth
Center in Juneau, and the Fairbanks facilities. The standal one
secure-detention facilities total 39 beds and include: WMat-Su,
Kenai, and None.

He addressed page 12, "Juvenile Detention Privatization”
nati onw de. He specified that CA sees a substantial nunber of
facilities are contracted by wunits of governnent to house
juveniles and detailed as foll ows:

e 29 percent of the total juvenile-justice population is
privately operated facilities, such as group honmes and
residential care.

e Juvenile-detention facilities are typically non-secure,
treatment oriented, and operated by non-profit or social-
servi ce agenci es.

He specified that the wuse of private facilities for secure
detention is limted. Nationally, eight percent of juveniles in
secure detention are housed in private facilities; these tend to
be larger institutions with a treatnment focus.

2:39: 08 PM

MR. BECKER addressed page 13, "Privatization Feasibility." He
set forth that CGE's approach to assessing privatization
feasibility was to |ook at organizations within comunities due
to the facilities' locations and small sizes. He detailed that
CA interviewed the foll ow ng

 Tribal organizations,
» Local public-health agencies,
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* Behavi oral - heal th agenci es,

* Non-secure residential care/group home providers,
 Education system providers,

* Local social service non-profit agencies.

He revealed that CG found no private or governnenta
organi zations that had the interest or capability to operate
st andal one-detention facilities. He stated that due to the
absence of interest, CA felt that the privatization concept is
not feasible at the current tine.

He addressed page 15, "Privatization Feasibility" regarding
factors cited for lack of interest in privatization as foll ows:

» Lack of expertise/experience in juvenile detention,
* Legal liability/insurance costs,

* Financi al burden/exposure,

* Relationship with DJJ,

e Current facility operational performance.

2:42:19 PM

He addressed page 16, "Potential for Repurposing." He specified
that CGL | ooked at the operational advantages and di sadvant ages
for each of the facilities.

He addressed page 17, "Kenai Current Use Anal ysis-Advantages" as
fol |l ows:

* Public Safety:
= Allows law enforcenent to maintain comunity presence
by avoi ding tinme-consuni ng transports of youth.
e Community/Fam |y Access:
= Detained youth contact with famly and | ocal agencies
is a key to their rehabilitation
* Backup to McLaughlin Youth Center (MC):
= Provides backup detention capacity for MC which
prevents overcrowding and avoids the need to open
currently closed units.
* Facility Design:
= Provides an out st andi ng envi r onment for yout h
detenti on.
e Conmmunity Support:
= Strong community support for the facility in its
current use.
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2:44:23 PM
MR. BECKER addressed page 18, "Kenai Current Use Analysis-
D sadvant ages. "

e UWilization:
= 60 percent utilization in 2016.
* Cost:
= $2.1 mllion in 2016.
= Annual average cost of $974 per youth per day.

He noted that the average-daily population in 2017 has trended
up to close to 10-youths per day, which is the facility's
capacity.

He sunmmarized that the Kenai community did not identify any
potential use for the facility and the strong feeling was for
the facility to continue in its current fashion.

SENATOR M CCI CHE asked to confirm that the total spending cost
is fairly consistent whether the Kenai facility has an average
dai |y popul ation of 6 or 10.

MR. BECKER answered that the cost is consistent. He reveal ed
that 85 percent of the cost is staffing, and the staffing is
basically fixed regardless of the nunber of juveniles in the
facility. He said the only variable cost is food, all other
costs are fixed.

SENATOR M CCI CHE asked if facility-utilization |evels outside of
privatization were considered regarding the need for facilities
that were not operating at full capacity.

2:46: 29 PM

MR. BECKER replied that the continued operation of facilities is
really outside of CGE's scope of study. He detailed that CCG
attenpted to |look at what specific advantages and di sadvant ages
the facilities offer in their current use. He admtted that
under-utilized facilities is a mmjor disadvantage and needs to
be considered. CG& did take a |look at what would happen if a
facility was closed and juveniles were noved to another center
or a facility that added on. He renmarked that adding on to a
current facility would require the sane amount of staffing as a
facility that is being closed.

CHAIR WLSON pointed out that M. Becker touched upon not

finding any entities currently in the facilities' surrounding
areas to take on privatization. He asked if CG ran cost
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nodel i ng on how nuch the departnent would pay for privatization

He enphasized that DJJ does wonders in conmunities with a
positive inpact, but admtted that DJJ's inpact was a reason for
there being no privatization interest. He pointed out that
nat i onal statistics showed that 30 percent of juvenile
facilities are privately operated and opined that the private
entities saw a use to expand their services.

2:48: 37 PM

MR. BECKER pointed out the juvenile popul ations Senator M cciche
noted are different. He specified that the juveniles' stays are
very short in order to stabilize prior to processing through the
justice system for treatnment or further adjudication. He
remar ked that any privatization operation would essentially have
to staff facilities the way DJJ does. He said DJJ is currently
staffing facilities at bare-bones levels. He sunmarized that CG
believes that there is no ability for a private provider to cone
in and substantially cut costs by reducing staff. He set forth
that the state ~could have sone savings through salary
reductions. He said CG did not do nodeling on salary levels for
privatization.

He addressed page 20, "Mat-Su Current Use Analysis-Advantages”
as foll ows:

Public Safety:
= Allows law enforcenent to mamintain comunity presence
by avoi ding tinme-consum ng youth transports.
Utilization:
= (Qperates at capacity wth a growng service-area
popul ati on.
= Potential for increased demand for services.
Facility Design:
= Provides an out st andi ng envi r onnent for yout h
detenti on.
e Community Support:
= Strong community support for the facility in its
current use.

2:51: 06 PM
MR. BECKER addressed page 20, "Mat-Su Current Use Analysis-
D sadvant ages” as fol |l ows:

* Proximty to MLaughlin Youth Center which already serves
the Anchorage-netro area, but adding another unit at
McLaughl i n woul d i nvol ve substantial costs.
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He revealed that the annual cost for the Mit-Su facility is
approximately $2.6 nmllion. He added that the facility runs at a
hi gh-utilization rate which equates to substantially |ower cost-
per - day- per-youth than other facilities.

He addressed page 22, "Mat-Su Current Use Analysis-Potential
Al ternative Uses" as foll ows:

* Detoxification Center, identified as a strong community
need.
« Transitional st ep- down facility for yout h | eavi ng

McLaughlin Center after treatnent.

He summarized that the identified alternatives would be
contingent on additional state resources for operation and
facility renodeling.

He addressed page 22, "None Current Use Anal ysis-Advantages" as
fol | ows:

Public Safety:
= Access to local detention provides a val uable resource
to I aw enforcenment for youth who need to be detai ned.
= Absence of the facility could |limt |aw enforcenent’'s
response to delinquent-youth behavior.
 Location:
= Only juvenile detention facility within 600 mles and
serves the imense geographic area of Northwest
Al aska.
e Commmunity/Fam |y Access:
= Detained youth contact with famly and | ocal agencies
is a key to their rehabilitation.
* Youth Programm ng:
= Provides «culturally appropriate programmng and a
supportive-living environnent.
e Community Support:
= Strong community support for the facility in its
current use.

2:53:32 PM

MR. BECKER addressed page 23, "None Current Use Analysis-
Di sadvant ages” as fol | ows:

e Low utilization:
= Lowest in the departnent.
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 Physical plant maintenance costs:
= Location requires nore resources to continue its
oper ati on.
e (perating cost:
= $2.8 mllion in FY2016.

He noted that the None facility's year-to-date average-daily-
popul ation in FY2017 has rebounded to 8.1 youth-per-day versus
5.0 yout h-per-day in FY2016.

He addressed page 24, "None Current Use Analysis-Potential
Alternative Uses" as foll ows:

e Mdify facility mission to dedicate four beds to |long-term
post-adjudication treatment for a dual-mssion facility
i ke the McLaughlin Youth Center.

» Target population would be youth that are difficult to
pl ace due to conplex-clinical needs, age (close to aging
out of the juvenile justice system), or in need of
transitional services appropriate to Al aska-native
conmuni ties.

* None already has required nental-health services and
culturally-appropriate programm ng for |long-termtreatnent.

e Program could be supported within the existing-facility
budget with potential cost savings if youth were diverted
from expensive private placenents to None.

 Establishing a secure juvenile-justice t r eat ment
alternative in the region would provide superior program
out cones for |ocal youth.

He addressed pages 26, "Ketchikan Current Use Analysis-Current
Status" as follows:

e Facility closed in Septenber 2016.

* Youth transferred to the Johnson Youth Center in Juneau.
* Facility is owned by the Gty of Ketchikan.

No i nmedi ate plans for alternative use of the facility.

MR. BECKER addressed pages 27, "Ketchikan Current Use Anal ysis-
| pact” as foll ows:

e Detained youth could have reduced access to courts and
| egal counsel due to distance between honme comunity and
Juneau.
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e Potential for Ilonger stays in detention due to reduced
access to courts.

» Case managenent nore difficult.

* Rel ocation away from community and famly makes
reintegration of youth nore difficult.

2:56: 32 PM
He addressed page 28, "Potential for Repurposing” and specified
CA. concl usions as foll ows:

e The State of Al aska should continue to operate the Kenai,
Mat - Su, and None Youth facilities in their current
function.

 The facilities provide substantial value to the state
juvenile justice systemand their |ocal communities.

 The facilities' highest and best wuse is in continued
detention operations.

He summarized that CG. found no alternative purposes for any of
the juvenile facilities that would result in cost savings to the
st at e.

He addressed page 29, "Facility Operations Wre Qutstanding" as
fol |l ows:

* Security systenms provide effective control

e Facility staff appear to be well-trained, dedi cat ed
prof essionals that manage in-custody youth in an effective
manner .

« Staffing patterns at all facilities are appropriate given
facility layouts and operational practices.

« Al facilities maintain an exceptional array of prograns,
given their size, and are supported by active comunity
partici pation.

e The Nonme Youth Facility stood out for its cultural and
ot her comuni ty-based progranm ng.

MR. BECKER addressed page 30, "Mental Health Services." He said
providing effective nental-health services is a change and
detailed as foll ows:

e 56 percent of detained youth have a nental-health

di agnosi s.
 Available nental -health resources are strained.
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e Current policies for recognizing and nmanagi ng youth at risk
for suicide are consistent with national best practices.

 The system |lacks a conprehensive plan for effectively
delivering nental -health services in facilities.

2:59: 26 PM
He addressed page 31, "Recommendations” and detailed as foll ows:

1. Do not pursue privatization of detention facilities for
juvenil es.

2. Continue to operate the Kenai, Mat-Su, and Nonme Youth
facilities in their current function; their highest and
best use is in continued operation as detention facilities.

3. Develop a housing and treatnment program for adjudicated
delinquents wth long-term treatnent needs at the None
Youth Facility. The program would provide an alternative
pl acement for youth at little or no additional cost to the
st at e.

4. Develop a conprehensive plan for nental-health service
delivery in detention facilities that defines service
obj ect i ves, establishes specific strategies for t he
achi evenent of these objectives, and neasures system
per f or mance.

CHAIR WLSON addressed Ms. Murray and noted that the state also
came out and agreed with the recommendations of the CG report;
however, the departnment's suppl enental budget continued to show
zero funding for the None facility. He asked if the departnent
plans to request funding for the None facility this year and
conti nued years.

M5. MJRRAY replied that the departnent is awaiting direction
from the Legislature. She said the closure of any facility is
going to be inpactful. She asserted that the departnment wants to
keep the services going because the facilities are inportant in
the conmunities.

CHAIR WLSON asked if the departnent had a recomrendation on
keeping the None facility opened or cl osed.

M5. MJRRAY answered that departnent supports the continued
operation of detention services in the communities.

3:01: 21 PM

SENATOR BEG@ CH asked if the departnent would be in support of
funding the None facility.

SENATE HSS COW TTEE - 26- February 6, 2017



M5. MJRRAY answered yes.

SENATOR BEGQ CH asked if the Ketchikan facility has been turned
back to the Gty of Ketchikan.

M5. MURRAY answered yes.

SENATOR M CCICHE stated that he is worried about the average-
daily population. He noted that based on the 3-year data that
CA provided, the facilities on average have 15.5-enpty beds, an
inefficiency that cannot be cost effective in a time with a $3.2
billion budget deficit, sonmething that the Legislature has to
ook at. He asserted that there are no services available for
private operators in the state because the state has always
risen to the challenge of providing those funds. He said he
would Ilike to investigate the private services that are
available in other states. He opined that private-service
entities could be drawn to the state. He announced that he woul d
provide Chair WIlson with a series of questions to get answers
on for the commttee.

CHAIR WLSON suggested that the departnment should be invited
back for additional discussions.

SENATOR BEG CH commented that anple experience has shown that
privatization of the juvenile-justice systens in many states has
not been a pretty picture.

CHAI R W LSON t hanked the presenters.

3:04: 34 PM

There being no further business to cone before the committee,
Chair WIson adjourned the Senate Health and Social Services
Commttee at 3:04 p.m
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